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F APRI 1997 Agricultural Projections 
by FAPRI/ISU Staff 
The value of U.S. exports are expected increase by more 
than 37 percent in the next ten years, and both bulk and high-
value pmduct exports are expected to show continued gains 
due to extraordinary world food demand. A recent analysis 
by FAPRI shows projects the value of U.S. agricultural 
exports to increase from $58 billion in 1996 to more than 
$80 bill ion in 2006. 
• 
FAPRI staff presented details from the analyses to members 
of the U.S. House and Senate agriculture committees in 
Washington, D.C., on March 6 and 7, 1997. USDA 
personnel and representatives from farm and commodity 
organizations were aJso briefed at that time. 
The optimistic ourlook for agricultural exports stems 
primarily from new market access opportunities derived f'rom 
trade agreements and from the positive macroeconomic 
situation in developing countries. This general optimism is 
tempered by concerns about greater commodity price 
volatility in the future and periodic price weakness. 
The combined effect of demand growth in large, emerging 
markets, additional market access brought on by new trade 
agreements, large reductions in government-funded 
carryover stocks, and increasing variabi lity in production 
implies strength in average farm prices and income. But this 
• 
combined effect also implies increased crop supply 
uncertainty with subsequent price fluctuations. especially in 
the early years. 
The FA PRJ analysis shows that in the next decade, barring a 
fundamental change in world weather variability or in 
stockholding behavior. crop price instability will be above 
levels experienced over the past decade. A change in 
producer or processor stockholding could help offset this 
instability. 
World Economic OutJook 
A pattern of economic stability in a wide cross-section of 
countries has raised hopes for sustained and evenly 
• 
(continued on page 3) 
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• 
distributed global economic growth. The United Nat.iqns 
expects: 116 of 137 monitored nations to have positive 
ecom>mic growth in 1997. This compares to 61 in 1993. 
Reforms 1n developing countries, both macroeconomic and 
political, form the basis for this growth. World growth in 
real GDP is pojected to average about 3 percent annually 
over the next decade (Figure l). Economic growth in 
developing countries is projected to be 5.7 percent wh'ile 
economic growth in developed economies is projected to· be 
2.4 percent. While there are some regional differences (Asia 
with faster growth and Africa with slower growth), the 
overall prospects are positive: Rising incomes in the 
developing regions of the world and responsive demand will 
boost food consumption and result in dietary shifts to nigher 
protein foods. 
-
Figure 1: Real GOP Growth Rates 
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World Meat 
The increased demand for animal-based foo<ils in developing 
countries causes meat consumption to outpace domestic 
production (Figure 2). Net imports of broilers lire projected 
to grow by 1.4 mmt over the next I 0 years, with China 
accounting for 0.4 mmt. In developed countries, the gradual 
shift ·towards increasing poultry consumption has been ai.ded 
by the BSE (mad cow) scare. 
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Iowa Ag Review 
Growth in beef trade arises from three sources: ( 1) market 
access commitments for Japan and South Korea; (2) 
jncreased imports into the Former Soviet Union as mear is 
imported to replace domestic supplies lost as a result of herd 
liquidation; ~d (3) ineome growth in Latin America 
increases Mexican importS while dampening Brazil's 
poten~ial to elj.port due to expanded domestic consumption. 
Per capita pork consumption in China is projected to 
increase by 25 percent in 10 years. Much of this pork will be 
produced domestically but some of the feeds necessary to 
produce it will be imported. Market access commitments 
increase pork imports rn South Korea and Japan. The 
Former Soviet Union continues to import pork to. replace a 
loss in do1nestic supply, again a resull of herd liquidation. 
Mexican imports of pork are projected to grow rapidly as a 
result of strong economic growth. Per capita pork 
consumption in the European Union (EU), United States, and 
Canada is expected to stabil ize. 
In tenus of supply; the United States plays a large role in 
satisfying the world demand f0r meats. The U.S. is projected 
to capture a large share of the growing world demand for 
poultry . Brazil is also capable of expanding production. 
Jointly these countries can meet much of the growth in 
demand and, as a result, broiler prices remain relatively 
stable. 
Beef prices are driven by the U.S . cattle cycle. Prices rise 
from 1997 to 2000 and fall for the rest of the projection 
period. Beef herds in Australia and to a lesser degree in 
Canada rise in response to higher prices. EU beef 
production recovers from the BSE induced decline but 
ex.ports are restricted by commitments to the World Trade 
Organization (WTO). 
World trade in pork !,'TOWS by 50 percent over the projection 
period. Comparative advantage wjll favor the United States 
io capture a large share of this growth. Pork production in 
Taiwan and the European Union will be limited by 
environmental and other constraints. The European Union' s 
ability to export is also limitedoby WTO commitments. 
World Dairy 
Cheese prices show marginal increases relative to butter and 
non-fat solids over most of the projection period. The short-
run imbalance between cheese, butter, and non-fat dry prices 
corrects by '1997. Demand for cheese increases with incorrie 
and a growing convenience food industry. Some 
strengthening in non-fat solid prices is expected because-of 
growing food demand i.n developing countries. Butter trade 
increases by 68 percent. Most of the projected expansion in 
dairy production occurs in Australia and New Zealand. 
(continued on page 5) 
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World Wheat 
High prices and tight markets helped induce an 8 percent 
increase in world wheat production in 1996-97. Additional 
area and favorable weather in most wheat producing regions 
resulted in increased world produe::tion of 44 mmt to a level 
of 580 mmt. World wheat area.increased to a record lever of 
approximately 230 million hectares in 1996-97. This is an 
additional 10 rriiUion hectares compared to l995-96. 
baseline. From a harvested area of 104 million hectares in 
1996-97 total oilsee<l area increases to 119 million hectares 
in 2005-06. The annual average growth of yields for world 
oilseeds is 0.87 percent over the 10 year projection period. 
Over thisperiod, oilseed production grows by an average 
annual rate of 2.3 percent, reaching 228 mmt by 2005-06. 
Consumption for soymea1, rapemeal, sunflowermeal, and 
palm kernel meal grows 22 percent from 122 mmt in 1996-
97. to I 50 mmt in 2005-06. Growth in oil production is 
prima(ily based on the strength 'Of .growth in the palm oil 
sectoJJ, which increases its share from 29 to 32 percent of the 
Two years of increased production depress the price of U.S. 
ha~d red wi'nter wheat at the Gulf ports to $152 per metric 
ton in 1997 and $149 per metric ton in the following year, 
the lowest price over the projection period. As the 
wheat price drops, wheat is projected to lo~e area to 
competing crops. Longer term, a.steady ~nnual 
increase of 1.3 percent for world wheat consumption 
puts upward pressure on wheat prices. After 200 1·, as 
price recovers, world wheat area is expeCted to 
stabilize between 226 to 228 million hectares. Over 
the next I 0 years, production is expected to keep pace 
with rising consumption. The. Gulf price is expected to 
stabilize between $163 and $170 per metric ton. The 
U.S. average farm price drops to $3.30 per bushel in 
1998-99 and grows steadily to $3.82 per bushel by 
2005-06. 
World Feed Grains 
As with other cereals, producers faced high prices for 
coarse.grains when they n.1ade their planting decisions 
forthe 1996-97 crop year. These high prices induced a 
2.4 percent increase in the world area for coarse grains. 
Favorable weather e::onditions lead to a 8,6 percent 
increase in yields over last year's harvest so that 
production increased py 1 I percent o.ver the 1995-96 
harvest. 
With the strong increase in production,, grain prices in 
1996-97 are falling from the previous year's highs. 
Global coarse grain area for 1996-98 is only expected 
to decline by a marginal amount. Global demand for 
coarse. grains is expected to continue to increase at 
approximately 1.6 percent each year over the baseline 
period. 'With yields in the United States only expected 
to grow at 1.2 percent each year.and total area 
expected to be relatively constant. corn prices at the 
Gulf of Mexico bottom out a $107 per metric ton in 
1997-98 and gradually increase to $127 per metric ton 
at the end of the projection pet:iod. U.S. farm prjce for 
corn falls to $2.37 per bushel in 1997-98 and rises to 
$2.82 per bushel by the end of the period. On average 
over the next ten years, world production is expected to 
keep up with demand, with real prices relatrvely flat. 
World Oilseeds 
Expansion of world oil seeds (soybean, rapeseed, and 
sunflower) area is expected over the course of the 
U.S. Agricultural' Exports 
by FAPR#ISTJ. Staff 
'Although the quantity _of l;J.S. agricultural exports will likely fall in fiscal 
year 1997, d.ue to a declir)e in grain exp_orts, they, are ·e~pected to rebound 
quickly.. Tile export level is,projected .to br~ak the 200 mmt:mark fqrthe 
first time in his tory in 2005 (Figure 1). 
Figure 1 : Quantity of U. $. Agricultural Exports 
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The value of exports is also expected to expani:i, not only because of 
increased levels but also because of strong prices for all agricultural 
commodities. Estimated export value will increase from below $60 billion 
in 19-96 to -above $80 billion by 2006, a 37 percent inc{ease over the 10 
year period. The exp,ort of Iivestock·products and feed grains benefit the 
most fr0m this new demand (Figure 2). 
Fig1Jre 2; Value:of U.S. AgricultJJr:al Exports 
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The value of animals and products actually approach the value of grains 
and feeds exports by the end of the period: The value of meat 
exports-beef, pork, and broilers-will' nearty double in ten years. In fact, 
m~at exports will account for more than half of the total $22 billion 
incr~ase in the. value of agricultural exports. This increase in animal 
exports hefps domestic feeding because more than 20 mmt are. fed to 
exported animals by' 2005 compared with 9 mmt in 1996 
By 1999, U.S. pork exports are projected to surpass those 9f the European 
Union, making the United Stafes the world's largest net exporter of pork. 
Additionally, in ten years the United States will be exporting almost as 
much beef as Australia, the country that presently dominates the market. 
Simply put, tlie world will be demanding much more meat over the mid, 
term; and the United States is in a good position to supply that meat. The.se 
projections are contained in a recent analysis by FAPRI (Food and 
Agricultural Policy Research Institute) at Iowa State University. 
. . 
The optimism for C~gricultural exports stems primarily from new market 
access opportunities derived from trade agreements and from the 
remarkably positive macro·economic s.ituation in developing countries in 
general, bur especially in Asia and Latin America. Several large, emerging 
markets are demonstrating, strength and stability in income growth. This is 
·fundamentally a much different international macroeconomic situation than 
The optimism for agricultural exports s.tems primarily we had in the 1970s 
and 1980s. 
The strong export demand outlook bodes well for U.S. farm prices and 
net farm income over the long run. After modest near-term weakening, 
.corn and soybean prices show continuous increases. This general 
optimism is, however, tempered by cencerns about much greater 
commodity price volati li ty in the future, given the cu.rrent market and 
policy environment. With steady growth in demand and supply, 
agr1cultural commodity prices will b~come more and more responsive 
to weather induced yield shocks; and price variability will remain high. 
• 
Direct feed-grain exports, led by corn. are projected to increase by 30 
million metriC tons over the period to more than 80 million metric .tons 
in 2005. The growth in feed-grain demand is also derived from 
increases in international meat consumption and production. The 
United States. continues to indirectly export corn in the form of meat, 
with the teed-grain e:~tport equi.valents of meat experts growing by 
approximately 12 million metric tons. Together. direct and indirect 
exports of corn.increase by 42 million metric tons. 
~ 
B 
.6 
:2 
The combined ·effect of I) demand growth in large, emerging markets; 2) 
additional market access .brought about through trade agreements; 3) large 
reductions in government-funded carry-over stocks. and; 4) increasing 
variability in production implies strength in average farm prices and 
income; However, this combined effect also implies conti'nued price 
fluctuations. 
The FAPRI analysis indicates that in the ilex.t decade, barring a 
funi:lamental change in world weather variability or in stockholding 
behavi_or, price instability will be above the levels experiences over the past 
decade .. + 
I ow a Ag Review 
market. U.S. soybeans will have a season average 
price of $6.85 per bushel in 1996-97; then deClines 
to $5.80 per bushel in 1999-2000and rises to $6.52 
by the end of the-period. • 
I 
I 
(For more information on the 1997 agricultural 
outlook, see our web site at 
www.ag.iastate.edu/fapri. 
CARD~APRIANALYSES 
Tbe1mpact of EEP Removal on U.S. 
Wheat 
Samarendu Mohanty. (51 5-294-6296) 
and FAPRJIJSU Staff 
The Export Enhancement Progr-am (EEP) was 
initiated under the Food Security Act of 1985. The 
purpose 9f the program was to offset the adverse 
effects on U.S. exports due to unfair trade practices 
or subsid'ies by competing exporters and also to 
support U ,S. prices. Supply restricti.ons, price 
supports, and export subsidies together have caused 
U.S. wheat prices to be above world prices over the 
past decade. 
Figure 1: EEP W1eat Expenclture {1985'86 to 1995'96) 
1,000 
800 
600 
400 
1965'86 1987/88 1989'90 1001/92 1993'94 
Since its inception; EEP has played a major role in 
exports of many agricultural' commodities, 
partic;ularJy wheat, which has accounted for 80 
percent of the value of all EEP-asslsted sales. Over 
the period !985/86 to 1995/96 more than 5.5 
billipn dollars w·ere spent on wl)eat EEP sales. 
Figure I shows the distribution of expenditures 
over the ten-year period·. During the past decade, 
EEP has been applied to an average of 50 to 70 
percent of U.S. wheat exports. 
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